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The current systei of school finance in Texas allows 
for gross Inegurt^es aiong districts. Statistics indicate that 
although Texas ranks slightly higher tha* the nation »s average in 
state wealth, its support of schools, as leasured by the percentage 
of personal intone devoid to education, ranks about 35th, These 
figures suggest that the stat,e could be spending iore cn education. 
Two suggestions for correcting the. state system, consolidation ol 
districts and eliiination of the "econoiic index" in current useAare 
inadequate. The lajor probleis that iust be addressed are how ) 
enrichment monies for operating expenses are provided, how capital 
outlay loney must be raised, and how foundation program current 
expense allotments are de termined^yhe refori of these problems must 
take into consideration district weai.th, district family income, 
local .school taxes, local munioi-pal^^xes , different common costs of 
education, concentrations of students with special needs, and 
different transportation needs. It iust be kept in mind, however, 
that finance refori alone will not help the station of the poor and 
those froi linority backgrounds unless the factors of cultural 
difference, language difference-, econoiic difference, aafl Anglo 
political domination are also faced, (iuthor/IRI) 
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Many fa\ts have be>n-4-aid on the table recently regarding the 
immediate crisis in school finance which manyJexas districts 
face. There is a long, term crisis in Texas school .finance, 
however, which has only slowly come to be recognized as a 
"crisis." I am referring to the woefully inadequate funding* • 
of the* education programs in districts of lt>w wealth and the 
confiscatory local property taxation i*n many of tjiese districts 
which is necessary to maintain even minimal level programs. P 
am referring to the gross inequities in school finance among 
districts which Rodriguez v. San Antonio aimed at correcting. , 
This is the "crisis " whicn .this paper addresses. * 



Where Can the Money Come From? «, 

• • . . / 

A.prel iminary consideration, however, concerns the availability 
of new monies fro help alleviate both the immediate and long- 
^erm > crises . Wher*e can the money come from? 

• * 
Let us first recognize that the. Federal Government has not'seen 
fit to expand its role in aiding el ementary .and secondary edu- 
cation in the past several y*ars. Until the Nifan Administration 
•is replaced by people committed to moving the country ' toward ' 
equality of educational opportunity, we can expect no relief 
, from the Federal Government. Therefore, if Texans are going to 
attempt* to eliminate their crises i'n\chool finance, they must 
'look to their State arrd local resources to do so. * 

In tthis connection, let us \pok at a few salient statistics. 
In jl970-71 , Tdxas was 4]st nationally /in current expenditures 
■pen. pupil for elementary and secondary schools. ]_/ According to 
estimates 'from the" National C&nter for Educational Statistics, 
this ranking is not. likely to be very different when 1972 and 
1973 data are published. 

it . 
Whtn looking at combined local and state revenue receipts for 
public schools>(in 1971-72) as a percent of "personal income 
(1571 >* the' most recerrt figures available, we see that Texas 
1s. ; at 4..8S vs: the U. S. average of 5.2%, ranking Texas around 
35th nationally^/ But on most measures of State 'weal th Texas 
rartks slightly higher nat4onal.ly . 3/ 

TJjese figures suggest that the State could be spending more on 
public education. * * « 




Consolidation's a Possible Sol ut'i on Ao ; 
■ ■ . Interdi stri ct Inequities / 

• 'One way to approach school finance equity that hfes been proposed 
in the past is by consolidation of school districts. As you- 
may or *ay not know., Texas has over 1,100 schofol districts. 
(This compares with 24, for instance., in Mary/and.) If many of 
these districts were merged into 1 arger/ ent vti es , the wealth' 
differentials among districts woufd be dimynishei, resulting 
'more adequate. fundi ng for the schools/ in /what are now the 
poorest districts (or so- the ^theory floes)/ .Consolidation was 

. a major recommendation proposed by the Governor's Committee on 
Public School £ducation in T968. / 

■',«"/- 

Now it is a fact that smaller! districts get favored treatment 
ever larger di stri cts"' under -^he Minimum Foundati op ' Program of 
the present Texas school finance system. Over one half of the 7 
Jtate 's. districts have 500 pupils ofr less., As a group they get 
^50% more State aid per pupi l^than-Ahe seven largest districts 
(all^pyer 40,000 pupils), despi te/havi ng over three times the ' 
wealth per pupil of the seven largest districts. 4/ 
\r. • / . " • • 

Bu$;is consolidation wor , t'h.-it? / It could mean the loss of hard 
wofc Chicano control in the fhu districts where Chicanos hav* 
mobilized political power commensurate with th^eir numbers of 
enrolljed students . CfirtaiMy it would mean widespread oppo- 
sition to reform froifi tax Assessors , local school board members 
and school administrators/ from districts to be merged, as well 
as from parent-yo\ers in/those districts who would fee? upset 
.by the possible losss of/influ«nce inherent in consolidation. 
Wholesale consol idawafl attempts might be enough to defeat anv" 
attempted reform.' Several informed sources have suggested tlfat 
the wholesale consol/ dation proposal wa's^We of the principal 
factors which wayla/d the major school finance reform proposals 
of the Governor ' s /Committee in 1968. Maybe there's abetter 
way to approach equity. ' 
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Replacing the "Economic Index" 
as a Possible Solution 

A- more 'recently -suggested means of approaching school ' finance 
equity. is^to replace the "Economic Index" by a fair method of 
ig the Local Fund Ass^nment of the State '>'Minimum. 
Program. As you know, the Local Fund > Assi gnment (LFA) 
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of ti he Minimum 

• \ 

the Minimum Foundation Program was adopted ij\ 
it covered 80% of the operating costs, o.f thi 



Initially when 
Texas in 1949, 

State's school districts. As of 1 966-67 , according to the 
1968 Governor's Committee o.n Public School Education, the t 
Foundation Program paid for only 2/3 of total public school 1 
operating expenses. 5/ 



Now, 20% (the average Local Fund Assignment, as determined 
the "Economic Index") of 2/3 (the portTOrrof the Tex'as ' overa; 
school, budget supported by the Minimum Foundation Program) o 
amounts to 13%. That is the. maximum portion of the State an 
locaj school revenues which is affected by the Economic Indei 
Analysis of selected Texas districts shows that wealthy dis- 
tricts and poorer districts tax both high and low to raise 
revenues for their Local Fun-d Assignments, suggesting that 8 
the calculation of LFA is rather equitable (although plagued! 
by faulty methodology which causes some districts to tax th 
selves mor s e heavily than others to raise their LFA 's ) .6/ 
Furthermore, a local district has no control oveV how- the 
revenues for the LFA are sjsent, because they must be spent in 
* strict accordance wfttr'TFTe basic scheme of the overall Founda 
Program. 

Therefore, it is 'important that the replacement of the Economic 
Index be regarded as a secondary r i ssue compared to three more 
important facets of Texas school.'f inatfce. 



The Major Problems^ the Texas System 
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(1) How enricKjnen^ monies for operating expenses 
4 are provided. 

/ (2) How -Capital Outlay monies rntts t be raised. 

(3). How Foundation Program - current expense 

allotments are determined^ % . ' 

(1) Enri chment y * 

The 1968 Governor's Committee reported v that twice as many locaV 
tax dollars went for, enrichment of current operating expenditures 

* . . j 
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2! f2?n t 5? ^"1 portion- (LFA)- of theMinlmum Foundation Program. 7/ 
By 1970r71, the Texas Research League's data showed that the 

Pujil for LFAK8/° Z ' V2 ' A W97/pup11 for enrichment vs. $77/ 

This is hardly surpristB^consi'dering that there is no limit on 
how much enrichment fflonfflEK ^strict, can raise, and that, under 
the pressure of a fiscal ..crt$j*^*i3fng~*enrtchment- levies is 
.easier to t do than jjushi njpfor increases in' Foundation Program 
•Hindi ng a? the State level, at least for those districts which ' 
car afford to increase their taxe^. c. ' 

District property- wealth is the .sole determinant of the amount* 
of enrichment monies that. similar district tax, rates can generate. 
Because of this, local enrj'^h men ^revenues for operating ex- 
penses (i.e., excluding lodal money rai sed 4or debt service) 
ranged from less than $1 OO^strudent to~more'than $7 ,000/student 
acci>ss the State in 1 970-71 v al though only 11% of the districts 
[Z% of the students) had .enri qhmejit levels above $500/student . 9/* 

>J$Z*] 97 l f e P° r t of ^the^J^int Senate' Interim Committee to Study 
Public School □naigs^M»u2 J y Report) called local enrichment 

I 9 rea , test » patter, 6f jnjwuifcy .in,the current Foundation School 
Program.-^ * J** » N 

:-**.'—,• 'i K , - . • ' . 

It is to be nt>ted that PI orideT Kansas', Montana and Michigan^haye all 
recently passed 1 egisl ation 'which works .'at providing more eqttal 
yields for the same enrichment tax* rates. .. » 

(2) Capital Outlay- ' - 

Roughly 1/4 of local revenues go for capital outlay expenditures, 
and debt service.. This is more than is allotted for the local 
share (LFA) of the' Mi nimum, Foundation Program. l_p_/ 

As with enrichment monies for operating expenses, district *"* 
property wealth is the sole determinant of the a-mount of capital 
outlay arid debt service, funds that similar district tax rates 
can gen/rate. 

And, /f course^ district ofoperty wealth is -generally unrelated 
t0 y fferen 5% i. n constnoction and rennovation needs and costs 
between d»i,s %t$ . CoDitrirction cost per square foot can be 
tMS same- for city andAuburb because they are drawing from the 
me labor pppl-and /upfilies market. Nevertheless, la,nd' costs 
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diffefc fantastically . A recent survey of the''25-i argest me4ro- 
.bolitajn areas in 'the U. S.^points up. how central/cities pan?' 
*68,000 per acre for school sites, while their/iWroundirfg 
suburbs paid only $3,500 per acre. Rural construct!" orf'ami 1-and 
costs, of course, are considerably less thari city and suburban 

COStS. - iv 

Presently 35 States provide some form of assistance for School 
feo-using, with Connecticut, Delaware, Hawaii, Maine, Maryland, 
Massachusetts, New .Hampshire, North Dakota and Vermont allocating 
from 11% to 47% of their state school, budgets for this purpose. 
Maryland has 100%. state supported school construct!' on ,' al though 
sites have, to be' acquired witb local funds. l_iy 

(3) Foundation'^roqram Allotments \ 

Of total State and'local operating, costs , 62% are" supported by 
the* Minimum Foundation Program CMFP).1_2/ As has already'been 
noted., roughly 4/5 of the MFP monies are put up by the State v 
compared' to 1/5, on the average, by local districts; Essentially 
the MFP provides five forms of assistance: minimum salaVy 
allowances, operating cost allowances, transportation cast' 

allowances, vocational education, assistance and special education 
assistance. / > 

According to the Texas Research League's recent research, the 
Foundation Program allotment in 1970-71 exceeded $l,500Apupil 
in one district with 38 pupils and was below $300/pupil vh another 
with, 51 pupils. The bulk of Texas districts (84%> of the 'dis- 
tricts, 99% of the students) get from $300/pupil to $600/pupi]. 
-But this . is a 100% gap between top and bottom. 1_3/ 

The Mauzy Report has castigated the'workings of £he present 
Foundation Program on several points, (a) .Rich districts can 
pay higher salaries to attract teacher*. wi th advanced degrees 
and more experience s thus garner more Foundation Program entitle- 
ment. So rich districts get more State aid and poor districts 
et what's left in terms of teacher quality and State aid. 
b) A .district must fill its atythoHnzed personnel units to get 
a Foundation Program allotment. But low salary schedules, use 
of, larger p.upi 1 /teacher ratios, and unattracti veness of districts' 
locations and facilities contribute to underuti 1 izati on of 
allowed units within certain districts. The Report said this 
frequently exists "in districts with cqmparati vely low per v 
•pup.il property wealth." *-(c) The Foundation Program higher 
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allotments ^or^ea/chers With more* advanced degrees and more-'' v.* 
exper;enc* o&nstitu-tes a "guarantee" (to the- Texas Stat* '<'' "... - T'V" -; 
Teachers .Associxit'fop) -that .the higher priced teachers wop ' t -be : - I 

-dumped .in favor" of t&eaper .teachers (i.e., ones with TeV§*r'? . '"V 

. degree preparation atid'-l ess experi en'ce ) .by districts wh$cn«^* ' : VV'" .* 
v ouies;tyo,n. the' cost effectiveness in the cl assfoojn i':©/» thai 'hig-hjer*^ ■ 
jJrtced teachers, and which-'might wish to experiment -with *\%4f&' - " 
native uses of. the extra Foundation Program f urids, whfch' ffoware ' • ' • 
/il 0tt L d l or the hi 9 her Priced teachers ' over Tower '-p>i cid" cfn'es ;. - ' 
(dj. The Foundation Program pays only. for one 5>fct" staffing 
pattern of teachers pri nci pal s , other .admin titrate rs , cbuHielo'rs i - 

-nurses, librarians, 'teachers' aides/ etc. • Only i f,' a df s(tV,fc"t 
rras/enrichment monies can it add additional staff -i-n> these; ' ; 
categories or hire additional sta-ff "puts-i devrt;hese^ca$egori'es /. 

• - ' ' ' "i " r '•*'<" '' '■ ■■ 

To reiterate, the. method of cal cul ati'ng l the : -local Fun'd" Assignment 
(LFA*) is the most ' equal i zi ng part of' tie present system of Texas 
school finance. Reform eff orts 1 i k&tep /;' Oan .Kubi afc' s , which 

• focus on. changing the method of 'cal cu1 art 4 ng LF;A,- are diversionary • . 
v from the major problems in the s'ysteto.-:.' The major problems, once 
more , are : . •*-'."/.' 

•..>•■' * 
.* _ ( , « 

(1) how enrichment monies for operating expenses 

are provi ded ; *. ; 4 

(2) how capital* outlay monies must be raised; and 

(3) how Foundatiqn~Program current expense 
allotments'ai^e determined. 

How Should Reform Be Approached? 

Reform can be attempted by remedying one problem at a time, or 
it can be done in wholesale fashion. Either way, an'ovefall 
•concept fff what constitutes an equitable system for all school 
distrtcts in a State is mandatory. Otherwise the remedies pro- 
posed to solve one fiscal problem, if unevaluated for their 
contribution to overall system equity, may cause severe reper- 
cussions in other fiscal dimensions once they are implemented. *; 
Following are discusset3 var,io*s factors which many states 
across the United States are now beginning to recognize as 
"must" considerations in the devel opment :of fair and equitable 
state school financing systems. 
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1 . District Wealth 

■' - 1 ■ ■ — \ 

The lower the property wealth per pupil, the more the state 
school finance system shouVd compensate. Equal local tax 
rates should provide equal yields of state and local revenues, 
all 5 other t factors bevng equal. w , 

2. . District Family Income V 

Property wealth alone is not an adequate measure of-district 
wealth. The lower the family income per pupil, the more, the 
state school finance system should compensate, since property 
taxes have to be paid out of income. Kansa? has recently 
instituted a system incorporating this feature. 

3. Local Schodl Taxes 

As greater tax effort is put forth by school districts, pro- 
portionate increases of state and l,ocal revenues should perhaps 
be available to the districts, all iother, factors being equal. 
This assumes the desirability of continuing to allow differential 
local tax efforts. * 

On the other hand, there are certain problems with allowing 
differential efforts. First of all, wealthier communities 
probably can more easily afford to increase thei r tax effort * 
than poorer communi ties — they havg more income. Second, 
communities with voters who are more educated and have more income, 
and which have more professional workers probably more easily vote fo 
higher tax efforts than those which don't have these k i n d of 
voters, at least according to a study done by a Massachusetts 
scholar looking at the Massachusetts history regarding tax 
effort. After all, such people know the value of education. 
However, the evidence in Texas shows that, on the .whole, the 
poorest districts have taxed themselves much more thai> richer , 
dtetri cts ' \ 



4. Local Municipal (Non-School) Taxes 

Cities and some other governmental units often have very -high 
municipal '(non-school) tax burdens because of high needs for 
adequate poljce protection, .garbage'.disposal , health and 
hospital services , fire protect i on , sewers , social services 
for indigents, etc. The higher the non-school tax burden, the 
less available are additional tax dollars for schools. Thus, 
the greater the non-schooT tax effort, the less should-be 
expected in school t^x efforts, or,' t<M>>t it another way, 
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low school tax'effort in a district with a high non^ahool tax 
burden should bri/ig a nearly equivalent yield as a high school 
tax effort in a district with low noji-»school taxes, again all 
other factors being equal. v 

5. Different Common Costs of Education 4 

Salaries, janitorial labor, kitchen help, other labor c"osts, 
land for school buil dings , etc . , all are higher'in urban areas 
than rural" areas. « 

A recent study by The Urban Institute in Washington, *D. G . shows 
that there is little difference between the non-instructional 
expenditures of one district or another, whether urban, suburban \ 
or rural --except for the very high transportation costs of" ruraT^ 
district}, which in turrv is counterbalanced by the very high 
birflding operation and maintenance costs of central cities. 
The main point on cost differentials has to center around 
teachers' sal ar1 es, whi ch amount'to around 80% of ; operating * 
budgets of school systfems. There are two me^or-di fferertces in 
costs differentials in teacher^sal ari es between different 
types of districts. First oTral 1 , city and suburban districts ■ 
have higher salaries than rural districts for teachers with the 
same experience and education. Secondly, cities have more 
teachers with qreater seniority and more preparation ('degrees*) 
than suburban (and rural) districts. TJiu?, city districts end 
uplhaYing higher salary costs than thei r • suburban counterpart « 
districts, and certainly, considerably higher costs than 'their 
rural counterparts. *Thi$ is a reality whether or not we value 
more experience and more formal preparation in teachers . 14/ 

Eqdal dollars per pupil, therefore, buys t)ie least e*Uicat i onal 
program in urban areas^ancf the most it\ rural areas, with suburban 
areas in between* / 

General cost-of-living differentials between areas should be 
reflected in distribution of any, state education funds. Florida 
has recently adQpted this principle. But central • cities^ higher 
salary costs due to. higher concentrations or more experi encect, 
more prepared and thus securely tenured teachers also must 
be recognized. f 

6. Concentrations* of Students with Special Needs 

It is generally accepted that it cos'ts more to ediicate children 
with physical handicaps, mental retardation, learning dis- 
abilities and emotional disturbance than the average student. 

% . .. _ 
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It is also somewhat accepted that it costs more to educate 
"incompatible 11 students^i.e.', students from non-mainstream, 
non-Anglo, non-middle cl ass* backgrounds . More. funds per- 
student^ shoul d be mad-e available for such special education 
needs^J\nd, >as the percentage of such students varies district , 
by thrrtrict, especially in the, category of "incompatible" students 
di ffering. overall needs should-be recognized in any fair 'state 
funding scheme. Utah and Florida have both revised their systems 
to provide for higher concentrations of student n'eeds J i rt some 
districts over others. 

7. . Different Transportation Needs 

The rural factor. Excess transportation costs and fuigher admini- 
strative costs should- be compensated (remembering, however, 
that uirb^n and suburban districts also have real transportation v 
needs which should likewise be compensated if their needs are 
in "excess" of a normal district's transportation needs'). 



/ 



Scorecard on the .System 



^jpw turn^ to the next page to see how eacfv of the major facets 

the Texas $ystem of scfvool finance tend to compensate/equalize 
. for the various factors 'just discussed. . 
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, Should Texas not consider adopting -a system of school finance 
which would compensate/equai i ze for ea.th of the factors in the 
foregoing discussion? Is it no-t time Tor Texas to institute an 
equitable system af school finance? / 

* 

f , Look Not Only at finance, Though, . * # * 

. ; -When Attempting to, Reform the System < . 

It must be remembered that bot-K the short-term and long-term 
financial crises of the Texas school finance system are very 
much part of the larger content of the T.exas school situation. 

A prime part^of that^context is thatthe system has 1 over a • 
ml J li on- pupilV who are Mexican-American on? Black, i.e., almost 
40% of the total Texas school population. There are significant 
.cultural differences between tijese minority groups and the 
dominant Xngl o ipopul a t ion . There is # a considerable language 
difference betj^een those af f 1 uent pri mari ly in Spanish and the 
(Tonnnant Anglos*. There are ma jor^Ii f f erences between the 
impoverished backgrounds of many of Texas 1 minority students 
and the generally more affluent Anglos. (A child coming from a 
bare shacic living with a family of ten, surviving or^ a day-to-day 
basi9,.in no way brings the same perceptions of the world into 
the classroom as the middle-class, Anglo child going to school 
with three heaVthy and hearty meals and a good night's sleep, 
one chiJTl to a b£d, one-bed to a room.) 

Another part of the ^context is the total Anglo domination of the 
Texas sciool system from the Legislature to the Governor's 
Office trt5 the-S^ate Board of Education, the Texas Education 
Agency, the TSTA and other education establishment groups* , 
local school bcterds^ local school systems, administrators and 
teachers v \ 

The|e facets of the Texas school situation have been responsible 
for the fol lowirigyfesul ts . According to recent reports by the ■ 
Ut S. Commission on Civil Rights, one half of the "tlexi can- 
American and, ane-thi rd of the Black students of Texas drop out 
before completing the twelfth grade (while only 15% of Anglos 
do), Nearly 4&%-of ,the Mexican-American and over 50% of the 
Black students in the twelfth grade read at least two years 
be.low grade level^(oj>ly 15% of the Anglos do). 

r • 

These results will be repeated ^no matter how / the Texas system 

of school finance is reshaped. Even if it is completely reshaped 

in the manne.r suggested earlier, the finance reforms will have 



•J 



r 



- .tr- 



very -limited influence on the education of Texas students from 
poor and minority backgrounds, unless the factors of cultural 
difference, language difference* economic difference an d> Anglo 
political domination are 1 faced at the same time that the financial 
crisis is faced. 
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